10

11

12

13

14

15

16

17

18

19

20

BILL AS PASSED BY THE HOUSE AND SENATE H.509
2017 Page 1 of 16
H.509

Introduced by Committee on Education

Date:

Subject: Taxation; statewide education tax; rates; yield

Statement of purpose of bill as introduced: This bill proposes to make three
sets of changes:

(1) The bill sets the nonresidential property tax rate, the property dollar
equivalent yield, and the income percentage for fiscal year 2018.

(2) The bill creates a new system for calculating spending-adjusted tax
rates. It does so by calculating how much money there is in the Education
Fund for a statewide base tax rate of 1.00, and it divides that number by the
number of students in the State. It then allows towns to raise more than that
base amount on an equalized basis. In doing so, the bill moves from a dual
yield system to a single yield system. The changes in the calculation of the tax
rate are phased in over a four-year period from fiscal years 2018 through 2021.
During the transition period, for fiscal years 2018 through 2021, the excess
spending penalty will not be in effect.

(3) The bill clarifies that merging school districts may transfer some

assets and debt back to the towns where the assets are fixed.

An act relating to calculating statewide education tax rates

VT LEG #322562 v.6
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It is hereby enacted by the General Assembly of the State of Vermont:

Do o D o antaoco o d Nl oo ocadontlo o D o

SA1l. PROPERTY DOLLAR EQUIVALENT YIELD AND INCOME
PERCENTAGE FOR FISCAL YEAR 2018

(a) PurSmant to 32 V.S.A. § 5402b(b), for fiscal year 2018 only, the

property dollarguivalent yield shall be $9.292.00.

(b) Notwithstark#ng any other provision of law, for fiscal yvear 2018 only,

the income c er 32 V.S.A. § 6066(a)(2) shall be 1.7.
Sec. 2. NONRESIDENTI PROPERTY TAX RATE FOR FISCAL YEAR

2018

For fiscal yvear 2018 only, the sidential education property tax

\
imposed under 32 V.S.A. § 5402(a)(2) S¥All be reduced from the rate of $1.59

and instead be $1.555 per $100.00.

* % Excess Spending%g" *
Sec. 3. REPEALS

The following are repealed:

(1) 16 V.S.A. § 4001(6)(B) (education spending).

(2) 32 V.S.A. § 5401(12) (excess spending).

Sec. 4. 16 V.S.A. § 4011(i) is amended to read:
(1) Annually, by on or before October 1, the Secretary shall send to s

Mol
A\
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(1) the statewide average district spending per equalized pupil for the
current¥iscal year;-and-125 percent of that average spending; and

(2) Mgtatewide comparison of student-teacher ratios among schools that
are similar in

ber of students and number of grades.

Sec. 5. 24 V.S.A. §2804(b) is amended to read:

(b) > eserve Nokiq o ibliched nde hee 1on O e on—to
d CoCH-C—1uH O cotd OGO HOSTCHO O cCtio O
a ool-d i 'a¥a a O - O O aYaVoa 'a 'a
S, cHOO1 C cHOO1-GCap O ct1o cO sacsavansie <
a A ) A-b e-d NDATEO edq a
O > = PotC 0 », < O < = D O < = O
a 'a o tOo-D O O O a O 'a d_*‘annroved a¥a
A 5 toPp O OOT C—COD bC—C0O e AP Prove C11o0
2
a a - OP—-SpPendine O exYcess-Spendine a A
cap cO ctO P& C C X CC P& < >,
& S &

§-5401(12). Districts shall submit to the A§ency of Education annually a

report of deposits into and expenditures from a%chool capital construction

reserve fund. he Aseney-of Education-determit o e
e ve er-depo o-the d e O-percento O be
2
ara a O a L4 a ONnN-<NenadmnocimMm-iihaeinan - O a’ O (>
ofcale e-exce bendinepe e-de O 6\ A
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As used in this chapter:

k %k %k

(13) W) (1) “Education For districts with education spending per

equalized pupiMghat is equal to or in excess of the base spending amount,

“education propertWtax spending adjustment” means the-greater-of:-one-or one

plus a fraction in whicM¢he numerator is the district’s education spending plas

excess-spending; per equaliged pupil; above the base spending amount for the

school year; and the denomina®y is the property dollar equivalent yield for the
school year, as defined in subdivisi§ (15) of this section.

(i1) For districts with educ®&ion spending per equalized pupil that

1s less than the base spending amount, “ediation property tax spending

adjustment” shall be one.

(B) =e_'_, e"-e"‘- 3 =:-=-|‘=_L\*‘--:- ---'_,- he-oreate

defined-in-subdivision(16)-of this-section. [Repealed.]

k %k %k

(15) “Property dollar equivalent yield” means the amount of spendirly

D (UL U Pup dl VWOUUIU U U AUl dl dl A% PI.UU P
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N0 00 of oo 170d od 100 Nroner o nd the oL ocoryo

undr 16 V.S.A. § 4026 and section 5402b of this title were maintained,

calcula¥gd as if total statewide education spending per equalized pupil were

equal to th®total statewide education spending per equalized pupil minus the

total statewide Qase spending amount per equalized pupil.

(16) “Incom@dolarequivalent-yield” meansthe-amount-of spending pe

D
D
D
D

D]

.-
D
D
D)
B
B
D

itle-were-maintained— [Repealed. ]

(17) “Base spending amount%means the amount that results from the

following calculation:

(A) the sum of the total projected¥ducation Fund revenue sources

under 16 V.S.A. § 4025(a) for the following fisgal year, plus any reserve from

the prior fiscal year, minus the total projected amo®gt of revenue raised by the

statewide education homestead tax in the following fis®l year; minus

(B) an amount equal to the projected Education Fand expenditures

for the following fiscal year, minus the projected education paveents under

16 V.S.A. § 4028 for the following fiscal year, and minus any projogted

transfer to the Education Fund Budget Stabilization Reserve Fund estalished

under 16 V.S.A. § 4026; plus

VT LEG #322562 v.6
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persb 100.00 of equalized education property value in the following fiscal year;

divide(b

W the total projected count of equalized, weighted pupils in the

following fiscaWyear.

Sec. 7. 32 V.S.A. §5402b is amended to read:
§ 5402b. STATEWIDREDUCATION TAX YIELDS;
RECOMMENDXAJITON OF THE COMMISSIONER
(a) Annually, ne not later tfign December 1, the Commissioner of Taxes,

after consultation with the Secretarfyof Education, the Secretary of
Administration, and the Joint Fiscal Of%ce, shall calculate and recommend a
property dollar equivalent yield, an incomNdeHar-equivalentyield percentage,
and a nonresidential property tax rate for the fOowing fiscal year. In making
these calculations, the Commissioner shall assume?

(1) the homestead base tax rate in subdivision 54Q2(a)(2) of this title is
$1.00 per $100.00 of equalized education property value;

(2) the applicable income percentage in subdivision 6068a)(2) of this
title is 2.0;

(3) the statutory reserves under 16 V.S.A. § 4026 and this sectioMgwere

maintained at five percent; and

VT LEG #322562 v.6
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avage education tax bill of homestead property, and the percentage change in

the me®§angverage education tax bill for taxpayers who claim an adjustment

under subs3tion§Q66(a) of this title are equal.

(b) For eac aar, the General Assembly shall set a property dollar

equivalent yield an% an incon¥gdolarequivalent yield, consistent-with-the

definitions-in-this-chap¥; entage under subdivision 6066(a)(2)

of this title.
Sec. 8. 32 V.S.A. § 6066(a)(2) is agended to read:

(2) “Income percentage” in this $gction means two peMgent, multiplied

by the education income property tax spen®y dadivision

5401(13)B)(A) of this title for the property taXyyear which that begins 1

* % * Yields and Nonresidential Tax R * * *
Sec. 1. PROPERTY DOLLAR EQUIVALENT YIELD ANID¥NCOME
DOLLAR EQUIVALENT YIELD FOR FISCAL YEARX1S8

Pursuant to 32 V.S.A. § 5402b(b), for fiscal year 2018 only:

(1) the property dollar equivalent vield is $10,077.00; and

(2) the income dollar equivalent vield is $11,851.00.

VT LEG #322562 v.6
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or fiscal vear 2018 only, the nonresidential education property tax

impos&under 32 V.S.A. § 5402(a)(2) shall be reduced from the rate of $1.59

and insteape $1.555 per $100.00.

* * % Unfunded Mandates™ * *
Sec. 3. 32 V.S.A. 98 05b is added to read:

¢ 305b. UNFUNDEDWDUCATION MANDATE AMOUNT TRANSFER

Within 30 days after M¢ end of each annual legislative session of the

General Assembly, the Joint F&al Office and the Secretary of Administration

in consultation with the SecretarWgof Education, and with the Secretary of

Human Services as appropriate, shMl estimate the ‘“‘unfunded education

mandate amount.”’ This estimate shall eqWg! the total dollar amount required

for supervisory unions and school districts % perform any action that is

required pursuant to legislation enacted during thd¥&annual legislative session,

and which has a related direct cost, but does not haveNg specifically identified

appropriation for fulfilling that oblication. The estimate sXgll be for the fiscal

year commencing on July 1 of the following year. The Joint Mgcal Office and

the Secretary of Administration shall present the unfunded educat®n mandate

amount estimate to the Emergency Board at its July meeting ®&d the

Emergency Board shall determine the unfunded education mandate amOnt.

VT LEG #322562 v.6
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S M25(a)(2) for the fiscal year commencing on July 1 of the following year:

Sec. 486 V.S.A. § 4025 is amended to read:
$4025. ENJCATION FUND
(a) An TheXducation Fund is established to comprise the following:
* %k
(2) For each fisNgl year, the amount of the general funds appropriated
or transferred to the Educon Fund shall be $305;900-000-00to-be:

(A) the total of $%05,900,000.00 plus the unfunded education

mandate amount, as defined in subMgction (e) of this section;

(B) increased annually bMgnning for fiscal year 2018 by the
consensus Joint Fiscal Olffice and AdWgnistration determination of the
National Income and Product Accounts (NIMQ) Implicit Price Deflator for
State and Local Government Consumption Expendres and Gross Investment
as reported by the U.S. Department of Commerco¥ Bureau of Economic
Analysis through the fiscal year for which the payment is b&ng determined;,

(C) plus an additional one-tenth of one percent.

% %k ok

(e) As used in this section, “unfunded education mandate amour®’ shall

mean the amount appropriated by the General Assembly in any fiscal yeaRgor

'c purposc U PJrOVIULITE UTTULITE U7 upery Oory urttor 417! "TOUl U 4 U
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rel®ed direct cost, but does not otherwise have a specifically identified

appropMation for fulfilling that obligation. The “unfunded education mandate

amount’’ sMgll include the cumulative amount of these appropriations for all

fiscal years in Which they are made.

Sec. 5. 16 V.S.A. {¥028(d) is amended to read:
(d) NotwithstaniRgg 2 V.S.A. § 502(b)(2), the Joint Fiscal Office shall
prepare a fiscal note for amglegislation that requires a supervisory union or

school district to perform any &gtion with an-asseciated a related direct cost,

but does not previde money-or-atuldinemechanism have a specifically

identified appropriation for fulfilling t/Rg obligation. Any fiscal note prepared

under this subsection shall identify whetheMr not the estimated costs would be

considered part of the “unfunded education mMgdate amount” under 32 V.S.A.

§ 305b for the next fiscal year. Any fiscal note prepgred under this subsection

shall be completed no later than the date that the legisMgion is considered for
a vote in the first committee to which it is referred.

* # * Property and Debt of Merging Districts * *
Sec. 8 6. TRANSFER OF PROPERTY AND DEBT OF MERGEWR
DISTRICTS

(a) Notwithstanding any other provision of law, under 16 V.S.A.

N UUULU )—O), d LICLLY CU e, dy pPpIluUVvIJU U
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mewging districts to the towns within the merging district where those assets

are fix&8l. A study committee report may also provide terms for leases

governing e management of these same capital assets.

(b) A trans®r of assets included in a study committee report under this

section and approv@d under 16 V.S.A. chapter 11 shall not be considered a sale

for the purpose of the M§fund upon sale requirement of 16 V.S.A. § 3448(b).

(c) As used in this secti§n, a union school district established under

16 V.S.A. chapter 11 includes Mschool district voluntarily created pursuant to

2015 Acts and Revolves No. 46, S&. 6 or 7, or a regional education district, or

any other district eligible to receive incgntives pursuant to 2010 Acts and

Resolves No. 153, as amended by 2012 Ac% and Resolves No. 156 and

2013 Acts and Resolves No. 56.

* % * Effective Date missaneiticlgp * * *

shall take effect on July 1, 2017 and apply ®& fiscal yvear 2018

and after; provided, how®ser, for the purpose of calculating tax¥ates and

making recommendations under Secs %l of this act:

(1) for fiscal year 2018, the base spending aiffeant shall be only

80 percent of the amount normally calculated under statute;

VT LEG #322562 v.6
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QA 1~ o ant o I o M ount horm od o

ht’m.; fiscal year 2020, the base spending amount shall be only

Sec. 7. EFFECTIVE DATE

This act shall take effect July 1, 2017 and apply to fiscal year 2018 8

* % * Yields and Nonresidential Tax Rate * * *
Sec. 1. PROPERTY DOLLAR EQUIVALENT YIELD AND INCOME
DOLLAR EQUIVALENT YIELD FOR FISCAL YEAR 2018

Pursuant to 32 V.S.A. § 5402b(b), for fiscal year 2018 only:

(1) the property dollar equivalent vield is $10,160.00; and

(2) the income dollar equivalent yield is $11,990.00.

Sec. 2. NONRESIDENTIAL PROPERTY TAX RATE FOR FISCAL YEAR

2018

For fiscal year 2018 only, the nonresidential education property tax

imposed under 32 V.S.A. § 5402(a)(2) shall be reduced from the rate of $1.59

VT LEG #322562 v.6
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and instead be $1.555 per $100.00.

* % * Fducation Fund Allocation,; Sales and Use Tax * * *
Sec. 3. 16 V.S.A. § 4025 is amended to read:
§4025. EDUCATION FUND
(a) An The Education Fund is established to comprise the following:

% %k ok

(6) Thirty-five Thirty-six percent of the revenues raised from the sales

and use tax imposed by 32 V.S.A. chapter 233.

% %k ok

Sec. 4. 32 V.S.A. § 435(b) is amended to read:
(b) The General Fund shall be composed of revenues from the following

sources.

(11) 635 64 percent of the revenue from sales and use taxes levied

pursuant to chapter 233 of this title;

* * * Health Benefits Commission™® * *
Sec. 5. VERMONT EDUCATIONAL HEALTH BENEFITS COMMISSION

(a) The Vermont Educational Health Benefits Commission is created to

determine whether and how to establish a single statewide health benefit plan

for all teachers, administrators, and other employees of supervisory unions

VT LEG #322562 v.6
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and school districts.

(b) The Commission shall comprise the following 10 members:

(1) four members of the labor organization representing the majority of

teachers, administrators, and other employees of supervisory unions and

school districts, appointed by its membership,

(2) one member on behalf of all other labor organizations representing

teachers, administrators, and other employees of supervisory unions and

school districts, jointly appointed by their membership;

(3) three members of the nonprofit oreanization representing Vermont's

school boards, appointed by that organization’s members, and

(4) two members of the nonprofit organization representing Vermont's

superintendents, appointed by that organization’s members.

(c) The Commission shall determine the advantages and disadvantages of

establishing a single statewide health benefit plan for all teachers,

administrators, and other employees of supervisory unions and school

districts, including considering transition issues, potential savings from

avoided negotiation expenses, whether to use income-sensitized premiums,

ways to address benefit disparities between bargaining units, ways to address

disparities between districts, property tax implications, and issues related to

uninsured school employees.

(d) On or before November 15, 2017, the Commission shall provide its

VT LEG #322562 v.6
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findings and recommendations, along with any necessary proposed legislation

regarding the establishment of a statewide health benefit plan for all teachers,

administrators, and other employvees of supervisory unions and school

districts, to the House Committees on Education, on General, Housing and

Military Affairs, and on Ways and Means and the Senate Committees on

Education, on Economic Development, Housing and General Affairs, and on

Finance.

(e) As used in this section, the terms “supervisory union’ and ‘‘school

district” shall have the same meaning as in 16 V.S.A. § 11.

* ** Health Care Benefits and Coverage * * *

Sec. 6. HEALTH CARE BENEFITS AND COVERAGE FOR TEACHERS,
ADMINISTRATORS, AND OTHER EMPLOYEES OF
SUPERVISORY UNIONS AND SCHOOL DISTRICTS

(a) The health care benefit and coverage provisions of a collective

bargaining agreement between a supervisory union or school district and its

teachers, administrators, or other employees shall expire on or before

September 1, 2019.

(b) As used in this section, the terms “supervisory union”’ and ‘‘school

district” shall have the same meaning as in 16 V.S.A. § 11.

(c) This section shall not apply to collective bargaining agreements that

were, prior to July 1, 2017, either executed or agreed to by a school board

VT LEG #322562 v.6
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negotiations council and employee organization negotiations council pending

ratification by the school board and by the bargaining unit or members of the

employee organization.

* * * Effective Dates * * *
Sec. 7. EFFECTIVE DATES

(a) This section shall take effect on passage.

(b) Secs. 1 (vields) and 2 (nonresidential rate) shall take effect on July 1,

2017 and apply to fiscal year 2018 and after.

(c) Secs. 3 and 4 (sales tax allocation) shall take effect on July 1, 2018 and

apply to fiscal vear 2019 and after:

(d) Sec. 5 (Vermont Educational Health Benefits Commission) shall take

effect on passage, with the first meeting of the Commission to occur on or

before July 1, 2017.

(e) Sec. 6 (health care benefits and coverage) shall take effect on July 1,

2017.
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